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Report of the Agent General for Repar- 
ation Payments, June 15, 1926, Berlin. 
An admirable interim Report on the execu- 
tion of the Experts’ Plan during the nine 
months already elapsed of the second an- 
nuity year. The appended exhibits are 
especially valuable. 

The F. P. A. has a limited number of 
these Reports available for distribution 
to members upon request. 


Entered as second- 
class matter December 
2, 1921, at the Post 
Office at New York, 
N. Y., under the act 
of March 8, 1879. 


CAILLAUX WINS THE 


FIRST TWO ROUNDS 


HE French government within the 
last two weeks has made its first 
vigorous attempt to deal with the finan- 
cial crisis. The report of the experts’ 
committee was followed three days later 
with a bold statement to the French 
Chamber by Caillaux on the grave dan- 
gers in the present exchange situation 
and a declaration of his intention to fol- 
low the main outlines of the experts’ pro- 
posals. M. Caillaux also asked for ex- 
traordinary powers to proceed by decree 
in reducing governmental expenses and 
in attempting to stabilize the exchange 
which he declared must be dealt with in 
secrecy. The first victory was won over 
a reluctant Parliament on July 10 when 
the Finance Minister by the narrow mar- 
gin of 22 votes was given permission to 
deposit his bill granting the extraordi- 
nary powers requested. 


The experts’ recommendations are re- 
ported by the New York Times for July 
4in the following summary: 


1. Improvement of the taxation system so as to 
give a quicker and larger return and to pro- 
vide about four billions in new revenue. 

2. Energetic compression of State expenditure. 


8. Cessation of the system of advances from 
the Bank of France to the State to cover 
new expenditure. That is to say, the pre- 
vention of any further inflation. 

4 A gradual reduction of the advances of the 
bank to the State, so as to strengthen the 
bank note cover. 

5. Relief of the Treasury and a return to its 
normal functioning by the reorganization of 
a large part of the floating debt and its ad- 
ministration by a separate sinking fund. 

6. Voluntary effort at the consolidation of the 
short term National Defense and Treasury 
bonds. 

1. The realization as soon as possible, with the 
aid of the bank, of monetary stability. 

8. Preparation for the return of capital, for 


which purpose it will be necessary to con- 
tract long term loans in foreign values and 
j edits abroad. 


oO OonDtain 


9. Drafting an economic policy which will pre- 
vent in some measure inevitable difficulties 
which will attend a return to sane money. 

In a footnote the committee adds that full 

warning must be given to the country that a 

restoration of the national finances will be ac- 

companied by difficulities and suffering, but that 
any delay will only serve to aggravate them. 
M. Caillaux’s second victory was July 

12, when he completed negotiations be- 

gun last August for the funding of the 

English debt. The agreement provides 

for the payment by France of a total of 

£775,000,000 over a period of 62 years 
beginning at £6,000,000 for the first year 

and continuing at six, eight and ten mil- 

lion pounds for the next three years. 

From 1930 to 1956 the annuities are 

fixed at £12,500,000 and from 1956 on- 

ward at £14,000,000. The most favor- 
able features of this settlement from the 

French point of view are: 


1. The inclusion of the safeguard and transfer 
clauses which the United States refused to 
incorporate in its agreement. These leave 
the amounts of the annuities open to revision 
in the event of German default in repara- 
tion payments to France or in case the 
French exchange is adversely affected by 
the transfer of funds to England. 

2. The non-inclusion of any provision similar 
to that in the American agreement by which 
the French bonds may be sold to private 
investors and thus change the form of the 
debt from a public to a commercial obliga- 
tion, an arrangement to which French public 
opinion is unanimously opposed. 


Caillaux will doubtless try to use the 
more favorable terms of the British set- 
tlement to secure a modification of the 
agreement with the United States. 


While the French Chamber has been 
debating Caillaux’s financial program 
the franc has fallen to a new low point 
of 214 cents and the government has con- 
tinued its borrowing from the Bank of 
France. 

LEWIS WEBSTER JONES. 


Failures In China 

OMESTICALLY and internationally 
an impasse has developed in China. 
The long-awaited conference between 
Wu Pei-fu and Chang Tso-lin proved 
futile, and a few days later, after eight 
months of negotiation, the Chinese Cus- 
toms Conference was reported adjourned 

for an indefinite recess. 


Apparently the sole result of the Wu- 
Chang conference was an agreement to 
push the military campaign against the 
Kuominchun ouside the Great Wall. The 
attack has already been launched. The 
Chinese people have become deeply dis- 
couraged by this failure of the only re- 
cent hope for lifting China from the toils 
of a brutal military feudalism toward a 
genuine national political unity. 

It is impossible at present to estimate 
the real reasons for the ‘‘adjournment” of 
the Customs Conference. The reports 
available are contradictory. The resolu- 
tion of adjournment states that “‘the for- 
eign delegates express their unanimous 
and earnest desire to proceed with the 
conference work at the earliest possible 
moment when the Chinese delegates are 
in a position to resume discussions.” 
In answer to an F. P. A. inquiry July 13, 
the State Department made a non-com- 
mittal reply. This would seem to bear 
out some other reports that the absence 
of any Chinese delegates with whom to 
negotiate is the sole reason for adjourn- 
ment. 


On the other hand, this “reason” may 
be more excuse than cause. In many 
circles it is strongly felt that the real 
reason for the failure was Japan’s per- 
sistently dilatory tactics and her oppo- 
sition to America’s constant endeavor to 
permit China to levy the surtaxes agreed 
upon at the Washington Conference. 
The importance of this view is reflected 
by the political storm which has broken 
in Tokio, where the opposition leaders 
demand that Japan clear herself of the 
charge of having sabotaged the Confer- 
ence. The Japanese Foreign Minister is 
said to have replied that the United 
States, Great Britain and Japan were ab- 
solutely agreed that China’s internal dis- 
orders were entirely responsible. To this 
the opposition leaders took exception. 

Other reports make the confused sit- 
uation still more difficult to understand. 
On June 19 the Japanese Foreign Office 
asserted that Japan had no intention of 
yeilding to the “apparent desire of other 
Powers” to let the Tariff Conference fade 
out quietly, as a recognition of its futil- 
ity, through the device of having the 
delegates take long vacations. Official 
and unofficial Japan have tried vigor- 
ously to make the Chinese believe that 
only Japan sincerely favored a satisfac- 
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tory conclusion of the Conference. By 
it must not be forgotten that it is Japay 
which would suffer most severely from 
an increase of the Chinese tariff. 


The old method of dealing with Ching 
has collapsed. But what other method 
will the Powers now adopt? There is no 
more crucial or difficult question of for. 
eign policy than this. China’s awaken. 
ing nationalism demands that China be 
recognized as a national entity. But 
the ruthless facts of China’s interna] polj. 
- show that she is anything but a po. 

itical unit. RT R 


Notes 

HE New York State Assembly passed 

an Act in April, 1926, directing the 
courts to stay action in New York State 
on insurance contracts payable in Russian 
rubles until thirty days after de jure 
recognition of the Russian Government 
by the United States. By this Act life 
insurance policy holders in Russia are pre 
vented from suing the insurance com. 
panies to recover the amount of their poli 
cies until the happening of an uncertain 
event. The Act was sponsored by the big 
life insurance companies on the ground 
that the Soviet Government had configs. 
cated their property within its confines. 


The validity of the Act was first tested 
in a case in the Appellate Division of the 
Supreme Court involving policies of the 
New York Life Insurance Company. In 
its decision, the Court declared the Ac 
unconstitutional: (1) because it so indef- 
initely postpones a remedy as to impair 
the obligation of the contract; (2) be 
cause it denies the equal protection of the 
laws to all persons; (3) because it oper- 
ates as a deprivation of property within 
the state without due process of law. 


It is believed that the case will be ap 
pealed. 


Resumption of the semi-annual pay- 
ments on the approximately half billion 
dollars debt of the Mexican government 
to foreign bond holders announced some 
weeks ago by the Mexican financial agent 
in’ New York City, was actually begun in 
part on July 1. The interest charges due 
then on the direct foreign obligations of 
the government were paid during the first 
week of the month. Not enough funds, 
however, were available for the payment 
due at the same time on Mexican railroad 
obligations. Thus after a period of neat 
ly twelve years Mexico has resumed pay- 
ment to her foreign creditors. If com 
tinued, this policy cannot but enormously 
strengthen the financial credit of the gov- 
ernment both at home and abroad. It will 
inevitably counteract much of the crité 
cism here and elsewhere of recent Mext 


can anti-clerical legislation. 
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